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Kennedy: Changing the Face of American Health

CHANGING THE FACE OF AMERICAN HEALTH
EDwARD

M. KENNEDY*

Health care is the fastest growing and fastest failing business in the United
States today - a $70 billion industry that fails to meet the urgent demands
of our people.1
Today, we are spending more on health than ever before. The Administration estimates that the total federal outlay for health activities for the 1972
fiscal year will be $22 billion or nearly 30 per cent of the total health expendi3
tures in the Nation,2 and almost 10 per cent of the total federal budget.
With the exception of national defense, health spending is now the single
largest item in the federal budget.4
It has not always been this way. As recently as 1960 the total federal outlay
for health was less than $4 billion, or only 12 per cent of the total national
6
expenditures for health and only 4 per cent of the total federal budget.
Thus, in the decade of the sixties alone, we have seen a six-fold increase in
federal spending for health. Despite these dramatic increases in the federal
health budget and the large amounts being spent through Medicare and
Medicaid programs,8 few believe that either the federal7 government or the
private citizen is getting full value for his health dollar.
In spite of America's vaunted research and technology our Nation is
unable to provide adequate health care for its citizens. We win Nobel prizes
for research but are unable to translate the promise of the laboratory into
the reality of better health care for our people. For millions of our citizens
good health is an unattainable privilege instead of an inallienable right; for
too many Americans health care is often unavailable at any price. Few have
not been burdened with soaring medical costs. There is not a family in the
Nation that does not fear the prospect of illness and subsequent financial
crisis.
Our current health problem transcends all political, social, economic, and
geographic lines. Of all the pressing domestic problems we face, none is more
pervasive or more difficult to resolve than the deterioration of our health care
system. Never have so many different elements in our society been so united
in their demand for action.

0 United States Senator (D. Mass.); Chairman, Health Subcommittee of Labor and
Public Welfare Committee.
1. Rice & Cooper, National Health Expenditures, 1929-70, SocIAL SEcuRrry BULL, Jan.
1971, at 3.
2. Special Analyses, Budget of the United States Government, Fiscal Year 1972, at 149
(special analysis K, Federal Health Programs).
3. Id.
4. Id.
5. Id.
6. id.
7. Id. at 150.
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COMPARISONS WITH OTHER NATIONS

The health record of the United States is dismal compared with many
foreign countries, despite the fact that we pour more money into our health
system than any other nation in the world, either in absolute terms or as a
per cent of gross national product. 8
In infant mortality, among the major industrial nations of the world,
the United States trails eighteen other countries, 9 including the Scandinavian
nations, most of the British Commonwealth, Japan, and East Germany. Half
of these nations were behind us in the early 1950's.10
We trail ten nations in the percentage of mothers who die in childbirth.
In the early 1950's we had the lowest rate of any industrial nation."
Similarly, the United States trails twenty-one nations in life expectancy
for males, 12 six nations in life expectancy for females, 1" and fifteen nations
in the death rate of middle-aged males.' 4
Shocking comparisons may also be drawn within our own country. The
infant mortality rate for nonwhites in the United States is almost twice the
rate for whites,-a thus evidencing the ineffective care minority groups
receive.
THE FIvE ELEMENTS OF AMERICA'S HEALTH CRISIS

America is gradually realizing that we have an enormous health care

crisis on our hands. Even the most reactionary pillars of organized medicine
and the most affluent physicians cannot deny its existence. The crisis has
many elements, but five features stand out:
(1) There is the soaring cost of health care. Over-all health costs
have been rising twice as fast as the consumer price index,16 while hospital costs have been rising five times as fast. 1" The Social Security Administration predicts that the $75 billion we are now spending yearly for
health care may rise to $120 billion by 1975 and to $189 billion by
1980.'8
(2) There is the increasing shortage of health personnel. Hundreds
of counties and thousands of communities throughout the Nation either
8. Ribicoff, The "Healthiest Nation" Myth, SAT. REV., Aug. 10, 1970, at 18.
9. Id. at 20.
10.

See DEMOGRAPHIC YEARBOOK OF THE UNITED NATIONS (1969).
DEMOGRAPHIC YEARBOOK OF THE UNITED NATIONS (1967).
DEP'T OF HEALTH, EDUCATION & WELFARE, NATIONAL CENTER FOR HEALTH
STATISTICS, HEALTH SERVICES AND MENTAL HEALTH ADMINISTRATION (unpublished data 1970).
13. Id.
14. See DEMOGRAPHIC YEARBOOK OF THE UNITED NATIONS (1966).
15. U.S. BUREAU OF THE CENSUS, STATISTICAL ABSTRACT OF THE UNITED STATES No. 70,

11.
12.

See
U.S.

at 55 (1969).
16. See U.S.

DEP'T OF LABOR, BUREAU OF LABOR STATISTICS,

WAGE EARNERS AND CLERICAL WORKERS

17.

Id.

18.

U.S.

DEP'T OF HEALTH, EDUCATION

SOCIAL SECURITY ADMINISTRATION,

CONSUMER

PRICE INDEX

FOR

(1970).
&

WELFARE,

OFFICE OF RESEARCH

&

STATISTICS,

PROJECTIONS OF NATIONAL HEALTH EXPENDITURES 1975 AND

1980 No. 18 (1970).
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have no doctors or too few to meet their needs. 19 Nevertheless, thousands
of qualified applicants are denied admission to overcrowded medical
schools each year 2o and thousands of foreign medical graduates are brought
in to fill this shortage.
(3) There is the problem of the system itself, the archaic and inadequate manner in which we provide health care. The system is riddled
with inefficiencies. It attracts doctors where they are needed least and
treats patients where the costs are highest. Too often the most successful
doctors are those who charge the highest fees, see the most sick people,
and keep them sick the longest.
It is equally dear, however, that the doctors and the hospitals are
largely the victims, not the villains, of the system. They are trapped in a
system that contains the wrong incentives - a system that shows no signs

of being able to respond to the crisis or to take the most rudimentary
steps to solve the problem.

(4) The quality of care is the fourth aspect of our health crisis. For
millions of citizens the quality is so poor they may find themselves worse
off because of their contact with the system. Countless others have no
confidence in the care they receive.

The area of surgery exemplifies the questions people are asking about
the quality of health care. For example: Why are there four times as many
tonsil operations for California children on Medi-Cal than for other
children in California?1 Why is the figure twice as high under Blue Cross
as under group practice plans?2 2 Could it be because Medi-Cal and Blue

Cross pay doctors by the tonsil, so that it pays to cut them out?

Why are there the same number of neurosurgeons in Massachusetts,
with a population of five million people, as there are in England, with
a population of forty million?23 Could it be because incentives of private
interest and personal prestige outweigh the public interest?
Why does every community hospital need an open-heart surgery unit
when the large majority of these operations are performed in a small
minority of the units? 24 Could it be because Blue Cross and the private
carriers are happy to pay the bill and pass the cost on in the form of
escalating premiums?
Why do we have twice as much surgery in the United States as in
England?25 Could it be because we have twice as many surgeons? Could
it be because we have a Parkinson's Law for surgery, which says the
amount of surgery performed in America expands to fill the time of the
surgeons available to do it?26
Why do surgeons provide so much primary care? What sort of system
is it that discourages family doctors from referring cases to surgery for
19. Cf. D. ScHoRR, DON'T GET SicK IN AMERCA 28 (1970).
20. See Ribicoff, supra note 8.
21. The President'sMessage to the Congress Proposing a Comprehensive Health Policy
for the Seventies, Feb. 18, 1971, 7 WEEKLY COMPILATION OF PRrmSENTIAL DOCUMENTS, Feb.
22, 1971, at 244.
22. Perrott & Chase, The Federal Employees Health Benefits Program,. in GROUP
HEALTH AND WELFARE Nzvs (Special Supp. Oct. 1968).

23. See generally P. Masson, T. Moody, & J. Stubbs, Planning and Control for Community Hospitals: A Case Study of the Cambridge Hospital, chs. 6-7, 1971 (unpublished
thesis prepared at the Mass. Institute of Technology).
24. See Ribicoff, supra note 8, at 18-19.
25. Bunker, Surgical Manpower: A Comparison of Operations and Surgeons in the
United States and in England and Wales, 282 NEw ENGLAND J. MmicmE 135, 136 (1970).
26.

Id. at 139.
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fear that the surgeon will steal the patient? Is it because the number of
surgeons is so excessive that many of them cannot schedule enough operations to maintain their professional competence and are therefore forced
into unnecessary and unfair competition with family doctors? 2
Only when we have the answers to these and similar questions
will we
28
have a system capable of providing high quality health care.
(5) The overriding aspect of our health care crisis - the key to all the
others - is the absence of an effective role for the citizen. For too long
the health care system has been benefiting those who provide the service
rather than benefiting those who receive the service.
We have ignored the health "consumers" - the citizens who have the
greatest interests and the smallest voice in the health system. Until these
"consumers" gain their rightful role, the health care system of America
will continue to be responsive only to the providers.
The Human Faces of America's Health Crisis
We have a health crisis in this country, and it is a crisis in human terms.
Day in and day out across America tragedies are happening because health
is a forgotten right.
In the spring of this year the Senate Health Subcommittee saw firsthand
the many different faces of the health crisis.29
It is a union brewer from Queens, whose kidney dialysis machine
will be unplugged unless he can pay 10,000 dollars a year for its cost.
It is a ghetto mother in the Bronx, whose oldest son is retarded due
to lead paint poisoning, but whose younger children have not even been
tested for this disease.
It is a Cornell engineering student from Long Island, paralyzed for
life by a tragic football injury. His upper middle-class family has been
ruined by the devastating financial consequences of the accident - 40,000
dollars in five months, and no end in sight. The family thought it was
protected because the father was an insurance salesman, and he carried
the best health policy his company offered.
It is a widow in West Virginia who lives on eighty-four dollars a
month. She has to pay five dollars extra each month for supplemental
insurance to cover her Medicare deductibles and co-insurance. Her doctor
refuses to fill out any of the insurance forms, so she has to do it herself.
It is a disabled World War II veteran living on a pension of 200
dollars a month and still paying five dollars a month on what he owes
from a 1968 hospital bill.
It is citizens harassed by bill collectors, hired by hospitals that are
better at chasing patients than at treating them.
It is a college linguistics professor in Tennessee - dead of brain cancer
at age forty-six, after thousands of dollars in expenses. The lives of his
wife and children are mortgaged for years into the future. The cruelest
irony is that the wife is from Israel where all of her expenses would be
covered.

27. See Maloney, A Report on the Role of Economic Motivation in the Performance
of Medical School Faculty, 68 SURGERY 1 (1970).
28. See generally P. Masson, T. Moody, & J. Stubbs, supra note 23.
29. See generally Hearings on Health Care Crisis in America 1971 Before the Subcomm.
of the Senate Comm. on Labor and Public Welfare, 92d Cong., 1st Sess. pts. 7-11 (1971).
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We have learned that a 500 dollar expense for a working man can be just
as catastrophic as a 50,000 dollar expense for a business man. We have also
learned that the cost of health insurance premiums and deductibles can be
catastrophic expenses for millions of senior citizens.
We have heard hospital administrators boast of collecting over ninety-five
per cent of their bills - by turning away the poor. We have heard the same
administrators say they do not know why their emergency rooms are empty
when a sign over the entrance demands twenty-five dollars for the privilege
of walking through the door.
In New York City our Health Subcommittee could not find private hospitals with emergency rooms in many boroughs. Despite the terrible need,
they take patients only by referral from private physicians. Only the public
hospitals open their doors to all of the people.
The reason for this situation is clear. At every turn it is financing that
causes or contributes to the crisis. I am convinced that the method by which
we finance health care has trapped Americans in this wasteful, inefficient,
and enormously expensive system.
TnE RoLE OF PRivATE HEALTH INSURANCE
The United States is the only major industrial nation without national
health insurance or a national health service.30 Instead, we rely on private
enterprise and private health insurance to meet the need.
The private health insurance industry has failed us. It fails to control
costs or quality. It provides partial benefits rather than comprehensive
benefits, acute rather than preventive care. And it ignores the poor and the
medically indigent.
Despite the fact that private insurance is a $14 billion industry,3 '
health insurance benefits pay only one-third of the total cost of private
health care,3 2 leaving two-thirds to be paid out-of-pocket by the patient at
33
the time he is ill. The same ratio held true a decade ago.
These problems are compounded by the high administrative costs of
private health insurance. For commercial carriers, administrative costs averaged 20 per cent in 1969.34 The rate was approximately 10 per cent for Blue
Shield 5 and 6 per cent for Blue Cross.36 By contrast, the administrative costs
of the national health insurance program I have proposed would be only
about 3 per cent. Additional dollars would thus be available to pay for the
actual costs of health care.
Nearly all private health insurance is partial and limited. Of the 180
million Americans under age 65 in 1969, 18 per cent, or 34 million, had no
80. Fein, The Case for National Health Insurance, SAT. REV., Aug. 22, 1970, at 27.
31. Mueller, Private Health Insurance in 1969: A Review, SOCIAL SECURITY BULL., Feb.
1971, at 3.

32. Id.
83. Id.
34. Id.
35. Id.
36. Id.
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hospital insurance; 3 21 per cent, or 38 million, had no surgical insurance; 38
30 per cent, or 55 million, had no in-patient medical insurance;3 9 35 per cent
or 63 million, had no out-patient X-ray and laboratory insurance;4 0 57 per
1
cent, or 103 million, had no insurance for doctors' office or home visits;4
42
52 per cent, or 94 million, had no insurance for prescription drugs; 86 per
cent, or 157 million, had no insurance for nursing home care;4 3 and 95 per
4
cent, or 173 million, had no dental insurance.
It is apparent that private health insurance is a major part of our current
health care crisis. Too often private carriers pay only the cost of hospital
care. They force doctors and patients to resort to wasteful and inefficient use
of hospital facilities, thereby giving further impetus to the already soaring
cost of hospital care and placing unnecessary strains on health manpower.
Valuable hospital beds are used for routine tests and examinations, which
should be conducted on an out-patient basis. Unnecessary surgery, hospitalization, and extended hospital care are encouraged despite the fact that any
rational system would provide treatment in other, less elaborate facilities.
THE SOURCE OF OUR HEALTH CRISIS

Our system of health care is in a crisis largely because our knowledge of
health care has evolved at a much greater rate than our ability to deliver
it. In large part, our health care system has been buried under our unparalleled advances in medical research. We have allowed ourselves to become
so preoccupied with developing techniques to treat disease that we have
ignored the delivery of health care. Granted, the delivery system has evolved,
but it has evolved more by neglect than design. We have a severe shortage
of family doctors and dentists and a surfeit of surgeons. 45 Patients everywhere
face a bewildering array of health personnel who know all about one disease
or organ, but little about the whole patient.
It is important to understand how our present health crisis came about.
At the turn of the present century medical care in the United States began
to take firm root in the emerging modern science. Soon after 1910 medical
education itself became a university undertaking with a solid foundation in
science. The explosion of scientific knowledge made vast new resources available to medicine. The science and art of medical care developed at an unprecedented rate, specialization became necessary, and the family physician
began to disappear.
Medical care became increasingly fractionated. Adequate resources were
not developed to replace the disappearing family physician, to provide
37.
38.
39.
40.
41.
42.
43.
44.
45.

Id. at 4 (table 1).
Id.
Id.
Id.
Id.
Id.
Id.
Id.
Cf. Bunker, supra note 25; P. Masson, T. Moody, & J. Stubbs, supra note 23.
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primary medical care, or to coordinate the services of the emerging specialties.
The quality and effectiveness of medical care became increasingly disproportionate. The specialization of physicians was accompanied by an increasing
variety and number of allied practitioners. Subsequently, a similar complexity
developed in the services provided by hospitals - the workshops of. the new
specialists. These developments caused the cost of medical care to rise beyond
the reach of more and more people.
At the same time, the medical profession became increasingly rigid and
unchanging and began to impede the availability of medical care for many.
It began to interfere with the development of the personnel, facilities, and
organizations necessary to make medical care available to the people.
The stagnation of the health care system had two additional unfortunate
developments - an increasing unavailabifity of medical care despite increasing public expectation and demand, and sharply increasing costs. The system,
especially organized medicine, resisted both the development of needed resources for the delivery of medical care and organized improvements to moderate the rise in costs.
These developments were not unique to the United States - they were
also taking place in the other developed countries of the world. Some
countries developed national health insurance programs, others developed
national health services.
The United States stood apart from these worldwide developments. We
preserved our faith in the private sector. Although government did become
involved in the effort to upgrade health care, the effort was always limited,
categorical, and inadequate. Basic planning and development of health care
were delegated to professional leadership and to the interaction of the
marketplace. The crisis today reflects professional leadership's inability to
meet the national health needs and the inadequacy of the forces and dynamics
of the marketplace to solve the problems in medical care. The problem is
compounded by the fact that in America today there is perhaps no institution
more resistant to change than the the organized medical profession. As a
result, changes in the organization and delivery of health care will come only
by a determined national effort.

Tim NEED FOR A HEALTH SECURITY PROGRAM
Many argue that we must improve the organization and delivery system
before we can change the financing system through national health insurance.
I believe the opposite is true. We must begin with a comprehensive program of national health insurance - a health security program. We must use
the financing mechanism to create strong new incentives to improve the
organization and delivery of health care. The existing organization and
delivery of health care is so inadequate that only the catalyst of national
health insurance will produce the basic changes needed to escape the twin
evils of a national health disaster or the total federalization of health care in
the decade of the Seventies.
The use of the phrase "national health disaster" is not too strong. In
July of 1969, President Nixon told a news conference that the Nation faces a
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massive crisis in health care and that unless immediate administrative and
legislative action is taken, we would have a breakdown of our medical care
system." While the President's view of the problem is the same as mine, we
differ profoundly on the solution. In essence, we differ over whether the
existing health care system needs a major overhaul or simply a minor tuneup.
I believe that the Nation cannot afford to repeat the mistakes of the past.
We must develop a coherent health care system that efficiently utilizes existing
health services and resources, that will establish better services and resources
in the future, and that offers a comprehensive, balanced, and proportioned
approach to health care.
The lessons of Medicare and Medicaid are instructive. The most rewarding
experience of these programs has been their relative success in helping to
solve the serious problem of high health costs for our poor and our aged
citizens. In its brief existence, Medicare has already become immensely popular - it is well received and accepted by the people.
However, Medicare and Medicaid have not fulfilled all of their promise.
We sought to spread the benefits of medical science and technology to millions
of Americans without considering the obsolete system by which the health
services would be delivered. Unwisely, as many experts have recognized, we
assumed that the only barrier between our poor and aged citizens and high
quality medical care was a money ticket into the mainstream of modern
American medicine.
We know now that we were wrong. The money ticket was important, but
it was not enough. In the years since Medicare and Medicaid were enacted
we have learned that health insurance and government payment programs
cannot be translated instantaneously into more doctors, more nurses, more
health facilities, or better health care.
By combining new purchasing power with the already existing demand
for health services, we did nothing to solve an already intolerable situation.
In many areas the quality of care declined, the cost of health care began to
soar, and an enormous strain was placed on the capacity of our existing health
services and facilities.
The experience of Medicare and Medicaid has demonstrated that neither
money nor health insurance alone is adequate to deal with the health needs
of the Nation. So long as the resources are insufficient and the organization
inadequate, money alone will not solve the problem. National health insurance is necessary, but it must be part of a broader program of health security.
To those who say that a national health insurance program will not work
unless we first increase health manpower and facilities, I reply that until
we begin moving toward such a program neither Congress nor the medical
profession will take the steps essential to improve the system. Without
national health insurance we will simply continue to patch the present
system beyond any reasonable hope of survival.

46. PUBLIC
505-06 (1971).

PAPERS OF THE PRESIDENTS OF THE UNITED STATES
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THE

NATIONAL HEALTH SECURITY

AcT

In January 1971, I introduced legislation to create a health security program.47 This program has two principal purposes: (1) it would create a system of comprehensive national health insurance capable of bringing high
quality health care to every man, woman, and child in the Nation; (2) it
would use the insurance program as a lever to bring about major improvements in the organization and delivery of health care.
Already we have begun to see major American institutions uniting behind
the Health Security Act.4 s The issue is destined to grow and remain before
the American public until the problems of our health care system are solved,
and the goal of adequate health care for all is finally achieved.
The basic provisions of the bill are as follows:
Role of the Private Sector. The health security program does not envisage a national health service in which government owns the facilities,
employs the personnel, and manages the finances. On the contrary, the program proposes a working partnership between the public and private sectors. There will be government financing and administrative management,
accompanied by provision of health services through private practitioners
and institutions.
Eligibility49 and Coverage.5 9 Every individual residing in the United
States will be eligible to receive benefits. 51 There will be no requirement of
past individual contributions, as in Social Security, nor will there be a
means test, as in Medicaid.
With few limitations, the program will provide comprehensive health
benefits for every eligible person. The benefits will cover the entire range
of personal health care services, including the prevention and early detection
of disease, the care and treatment of illness, and medical rehabilitation. There
are no cutoff dates, no co-insurance, no deductibles, and no waiting periods.
Specifically, the program provides full coverage for physicians' services,
in-patient and out-patient hospital services, and home health services. It
also provides full coverage for other professional and supporting services.
The only limitations on the scope of benefits are dictated by inadequacies
in existing health resources or in management potentials. Those deal with
nursing home care, psychiatric care, dental care, and prescription drugs.
Skilled nursing home care is limited to 120 days per benefit period. The
47. 117 CONG. Rac. 3 (daily ed. Jan. 25, 1971). Senator John Sherman Cooper (R. Ky.)
and Senator William Saxbe (R. Ohio) were the principal cosponsors, and 22 other Senators

joined in introducing the bill. The bill was introduced in the House of Representatives
(H.R. 22) by Congresswoman Martha Griffiths (D. Mich.) and Congressman James Corman
(D. Cal.).
48. The legislation has the strong support of the United Auto Workers and the AFLCIO.
49. See 117 CONG. R1c. 93 (daily ed. Jan. 25, 1971).
50. Id. at 103-06, §§121-35.
51. Id. at 103, §124.
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period may be extended, however, if the nursing home is owned or managed
by a hospital, and payment for care is made through the hospital's budget.
Psychiatric hospitalization is limited to forty-five consecutive days of
active treatment during a benefit period, and psychiatric consultations are
limited to twenty visits during a benefit period. These limits do not apply,
however, if the facility is owned or managed by a hospital and payment for
care is made through the hospital's budget.
Dental care is initially restricted to children through age fifteen, with
the covered age group increasing annually until persons through age twentyfive are covered. Persons eligible through age twenty-five will remain eligible
for coverage throughout their lives.
Prescribed drugs are limited to those provided through hospital in-patient
or out-patient departments, or through organized patient care programs. For
other patients, coverage extends only to drugs required for the treatment
of chronic or long-term illness.
Except for these four limitations health services will be available without limit, in accordance with medical need.
Administration.52 The health security program will be administered by
a five-member full-time Health Security Board, appointed by the President
with the advice and consent of the Senate. Members of the Board will serve
five-year terms and will be under the authority of the Secretary of Health,
Education and Welfare (HEW).
A National Advisory Council will assist the Board in the development
of general policy, the formulation of regulations, and the allocation of funds.
Members of the Council will include both providers and consumers of health
care.
Field administration of the program will be carried out through the ten
existing HEW regions, as well as through the approximately 100 health subareas that now exist as natural medical marketplaces in the Nation. 53 Advisory councils on matters of administration will be established at each of
these levels. However, the Board will guide the over-all performance of the
program - it will coordinate its functions with state and regional planning
agencies and will account for its activities to Congress.
Financingthe Program.54 The program will be financed through a Health
Security Trust Fund, similar to the Social Security Trust Fund. The Fund's
income will be derived from four sources: 50 per cent from general federal
tax revenues; 36 per cent from a tax of 3.5 per cent on employers' payrolls;
12 per cent from a tax of 1 per cent on employees' wages and unearned income up to 15,000 dollars a year; and 2 per cent from a tax of 2.5 per cent
on self-employment income up to 15,000 dollars a year.
Employers may pay all or part of their employee's health security taxes

52. Id. at 98-99, §§61-67.
53. Id. at 103, §124.
54. Id. at 98-99, §§61-67.
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in accordance with arrangements established under collective bargaining
agreements.
Payment Mechanism. The essence of the payment mechanism and the
central cost control feature is that the entire system will be anchored to a
budget established in advance. A given amount of money will be allocated
for the program each year, based on estimates of the needs to be met, the
services to be provided, and the available resources. Because the health care
system will be obliged to live within its budget, we can eliminate unacceptable
escalations of cost.
Each year the Health Security Board will estimate the total expenditures
needed to pay for the program. The Board will allocate funds to the several
regions, and these allocations will be subdivided among categories of services
in the health subareas. Their estimates, constituting the program budgets,
will be subject to adjustments consonant with guidelines in the Act. The
allocations to regions and subareas will be guided initially by the available
data on current levels of expenditure. Thereafter, they will be guided by the
program's own experience and assessments of the need for equitable health
care throughout the Nation.
Compensation of Doctors, Hospitals, and Other Providers.56 Providers of
health services will be compensated directly by the Health Security Program.
Individuals will not be charged for covered services. Hospitals and other
institutional providers will be paid on the basis of approved prospective
budgets. Independent practitioners, including physicians, dentists, podiatrists,
and optometrists can elect to be paid by one of the following methods: by
fee-for-service; by capitation payments; by retainers, stipends, or a combination of such methods. Prepaid group practice plans and comprehensive health
service organizations may be paid by capitation or by a combination of
capitation and methods applicable to institutional providers. Other independent providers, such as pathology laboratories, radiology services, pharmacies, and providers of appliances will be paid by methods adapted to their
special characteristics.
Foundations, sponsored by medical or dental societies or other nonprofit
organizations, are specifically recognized as a class of providers with which
the Board may contract for services. Foundations would be required to have
an enrolled population and to permit participation by all qualified physicians
in the area. They would be reimbursed by the same formula used in prepaid
group practice plans. Similarly, drug addiction and alcoholic treatment
centers are specifically included as eligible providers of services.
Resources Development Fund.57 An essential feature of the program is
the Resources Development Fund, which will operate two years before benefits begin. In the first year of this "tooling up" period, $200 million will be
55. Id. at 98, §62.
56. Id. at 99-101, §§81-89.
57. Id. at 101-03, §§101-08.
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appropriated for the Fund; in the second year, $400 million will be made
available. Once the program benefits begin, up to 5 per cent of the Trust
Fund, about 53 billion a year, will be set aside for resources development.
These funds will be used to support innovative health programs, particularly
in areas such as manpower, education, training, and group practice development. The principal attribute of the Fund is that it can channel far more
money into areas such as education and training than is possible under the
existing system of congressional authorization and appropriation.
Quality Control.58 The Health Security Program provides safeguards for
the quality of health care by established national standards more exacting
than Medicare. Independent practitioners will be eligible to participate only
if they meet licensing and continuing education requirements. Specialty services will be covered if, upon referral, they are performed by qualified persons.
Hospitals and other institutions will be eligible for participation if they
meet national standards and if they establish utilization review and affiliation
arrangements.
In order to allow administrative monitoring of frequently abused surgical
procedures, the Health Security Board is authorized to require prior consultation with a qualified specialist before the performance of designated
non-emergency surgery.
Incentives.59 Financial, professional, and other incentives are built into
the program to enhance patient care and to encourage preventive care and
the early diagnosis of disease.
For health manpower the program will supplement existing federal programs. It will provide incentives for comprehensive group practice organizations, encourage the efficient use of those personnel in short supply, and
stimulate the broadening of health services. It will provide funds for education and training programs, especially for members of minority groups and
those disadvantaged by poverty. Finally, it will provide special support for
the location of health personnel in urban and rural poverty areas.
Relation to Existing Programs ° Various federal health programs will be
superseded, in whole or in part, by the Health Security Program. Because
persons age 65 or over will be covered by the program, Medicare will be
terminated. Federal aid to the states for Medicaid and other federal programs will also be terminated, except to the extent that benefits under such
programs are broader than under the Health Security Program. The bill,
however, does not affect the current provisions for personal health services
under the Veterans Administration, temporary disability, or workmen's compensation programs.

58.
59.
60.

Id. at 95-98, §§41-56.
Id. at 99-101, §§81-89; 101-03, §§101-08.
117 CONG. REc. 107-08, §§301-03 (daily ed. Jan. 26, 1971).
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Cost of the Program and Federal Revenue Sharing. In the 1970 fiscal year
$41 billion was expended for health care benefits, which would have been
covered by the Health Security Program had it been in effect for that year. 61
In other words, if the Health Security Program had been in effect in 1970
the cost of the program would have been $41 billion.
The $41 billion figure represents approximately 70 per cent of the total
expenditures for personal health care in the United States for 1970.6 2 These
expenditures consist of $30 billion in private health insurance payments and
private out-of-pocket payments, $8 billion in payments by the federal government, and $3 billion in payments by state and local governments.6 3
The cost of the Health Security Program has been the source of considerable confusion and misunderstanding since the original version of the
Health Security Act was introduced in 1970. The crucial point is that the
hypothetical $41 billion figure for the Health Security Program in 1970 does
not represent new money. Rather, this is what Americans are already paying
for personal health care under the existing system.
Thus, unlike other social programs, the Health Security Program is not
a new layer of federal expenditures on top of existing public and private
spending. Instead, the Health Security Program simply redistributes the
health expenditures that are already being made. Although federal expenditures in 1970 would have risen from $8 billion under the existing system to $41
billion if the Health Security Program had been in effect, individuals and
organizations throughout the Nation would have been relieved of $30 billion
of private health insurance expenses and out-of-pocket payments for health
care, and state and local governments would have been relieved of $3 billion.
In a very real sense, the Health Security Program is a direct form of
federal revenue sharing-it offers $3 billion to state and local governments,
thereby freeing scarce state and local funds for other purposes.
On the basis of projected data for fiscal year 1974, the year the Health
Security Act would go into effect, the figures are even more dramatic. In 1974
Americans will be paying a total of $100 billion for health care. 64 Of that
amount they will be spending $68 billion for services that would be covered
by the Health Security Act. The remaining $32 billion would come from
other federal programs and out-of-pocket costs. Thus, the direct cost of the
Health Security Act for 1974 will be $68 billion.
Once again the crucial point is that the $68 billion figure is not new
money. Americans are still going to pay the same $68 billion for their health
care whether we have a Health Security Act or not. The real question is:
Are we going to continue to pour billions of dollars into the present wasteful,
inadequate, and inefficient system of health care, or are we going to spend
those funds in a system that gives us full value for our money?
In both the short and long run, the Health Security Program will save

61.
62.
63.
64.

Figures prepared by Sen. Kennedy and his staff as cost estimates of the bill.
Id.
Id.
Id.
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America money and provide more effective health care. We will measure the
impact not only in the billions of dollars saved, but also in the millions of
lives preserved and the untold human suffering averted.
Of all the bills before Congress, only the Health Security Act imposes
positive and firm controls on the soaring inflation of health costs. The amount
we spend under this program may be the same as under the present system
in 1974, but by 1980 we will be saving $50 billion a year on health expenses.
Even in the beginning the Health Security Program will provide more and
better services without increased cost, since the initial savings achieved by the
program will be sufficient to offset the cost of the increased services. In other
words, from the day the Health Security Program begins we will guarantee
our citizens better value for their health dollar and achieve a substantial
moderation of the current inflation in health costs.
CONCLUSION

Health care in America is a right for all, not just a privilege for the few.
The basic goal of the Health Security Program is to make that right a continuing reality, not just the empty promise it is today. Just as the Social
Security program brought hope and new faith to a Nation mired in the
social crisis of the Great Depression, the Health Security Program can guarantee high quality health care and lead us out of the current crisis in our health
system.
If our Nation is to provide adequate health care for all its citizens, full
and generous cooperation is required among Congress, the Administration,
and the health professions. In the months to come a great national debate
will take place. As the Chairman of the Senate Health Subcommittee I will
continue to take this issue to the people in all parts of the country and to
make every effort to insure that the promise of good health care becomes a
reality for every citizen.
Although the debate will be nationwide, the primary focus will be on
Congress and the response we make to the challenge that so clearly exists.
More and more, in recent years, Congress has shown its ability to meet difficult
challenges with great responses, and I am confident that the 92d Congress
will do no less. Indeed, there could be no finer tribute to the 92d Congress
than to be acclaimed as the Congress that ended the crisis of health care in
America and brought health security to all our people.
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